1984
1997
1981

Map 1.4(s). Development of Pacific Telesis’s Celiular Coverage.
Map 1.4(f). Development of Southwestern Beil's Cellular Coverage.
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Map 1.4(g). Development of US West's Celiular Coverage.
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Other RHCs have confined their celiular operations entirely to their own regions.
Ameritech inherited the first experimental cellular system in Chicago;'® since divestiture
it has concentrated its celiular operations in-region.'” NYNEX has fikewise restricted
most of its celiular operations to its northeast territories. Bell Atlantic, uniike other RHCs,
was the latecomer to its first major cellular market in Washington, D.C.; a rival system
developed under an experimental license and operated by American TeleServices inc.,
The Washington Post Co., Graphic Scanning Corp., Metromedia Inc., Metrocall, and
Metropoiitan Radio Telephone System was up and running first.'"'  Since then Bell
Atiantic has aiso developed cellular operations primarily within its own region,''?
atthough 1i1tg recently announced purchase of Metro Mobile would add 17 out-of-region
systems.

Others. Other companies, both teicos and non-teicos, have carved out regional
niches that continue t0 grow successfully.

* Centel, in 1984, was a diversified local teico serving 1.3 million access lines, over

263,000 cable subscribers, and more than 134,000 electricity customers.''* By 1987,
it was operating eight celiular systems and had limited interests in four others.''s It

1%9g3 F.C.C.2d 688.

110g ciosing of Ameritech’s recently announced acquishion of CyberTel, expected in iate 1991, will give
Ameritech control of the non-wireline licenses in St. Louis and several Missouri and [linois RSAs. Ameritech
will aleo acquire CyberTel's properties in Hawail and the Virgin isiands. Carmnevale, Ameritech to Buy Celiular
Operation For $512 Million, WALL ST. J., May 29, 1901, at M, cal. 3.

"Mayer, Bedl Atlantic Launches Mobile Phones, WegHINGTON POST, Apr. 11, 198, at F8; Gaing Mobile;
Bell Aslantic Mobile Sete April 2 for Washington Colklll Service, COMMUNICATIONS DALY, Feb. 17, 1984, at
3; Bell Atlentic Marks Staraup of Celluler Telephone Sales, DALY REPORT POR EXECUTMVES, Apr. 11, 1984, at
A-2. This system was acquired by Southwestern Bell in 1987. SOUTHWESTERN BELL CORP., 1988 ANNUAL

REPORT 24 (1987).

Y2Curently, Bell Adantio ks & limiec interest in New York CRy, howsver. DONALDSON, LURKN &
JENRETTE, THE CELLIAAR COMMUNICATIONS INDUSTRY 80 (Winter 1980-91).

113C0T1A, STANE OF THE CELLULAR INDUSTRY 16 (1991); Burgess, Se¥ Alantic 10 Acquire New York Celluier
Firm for $2.5 Blllon, WASMINGTON POST, Sept. 25, 1901, atc_1.

"Canme. CORP., 1906 AoaL REPORT 8, 12, 17 (1886). 't was aiso involved In telscommunications
equipment distribution, network instaliation, and videotex. Its gross revenuss from all sectors totalled $1.4
bilion. its non-telephone interests accounted for a litle more than 42 percent of its aversll revenuss. |n its
annual report, i listed videotex and celiular as “new ventures.’ /d. at 1, 18. Centel finaiized the sale of its
cable systems in 1980 for an aggregate gross price of $1.4 billion and reached a definktive agresment, in
1990, to sell its slectric power sector. /d. at 28; Certe/ Announces Quarterly Revenues, Eamings, PR

NEWSWIRE, Jan. 23, 1961.
1SCENTEL CORP., 1987 ANNUAL REPORT 23 (1968).
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acquired another 21 ceiAar properties in 1988, "8 by year end it was operating systems
in 40 service areas, the second highest total m tho industry.'”” Certel has since moved
aggressively to deveiop service in rural areas.'™ MAPS 1.5, 1. 6(A)~(B).

*M a company whaose core business is celiar service, went public
in 1986.'" By year-end 1&! it was operating in 16 MSAs clustered primarily in the
Northeast and Southwest.'® Within two yeers it was operating systems in 17 MSAs
mng1400wsuboaibus haif of them in a northeast cluster of service areas that

straddies the I-95 corridor.'?' MaAP 1.7.

* Vanguard had majority interests in 15 MSAs in 1988;'2 by 1980 it was
operating systems in 18 MSAS serving a total popuiation of more than 5 million.'® The
company’s flagship cluster is a Pennsyivania "supersystem” that integrates a contiguous
11,000 square mile area and is closely linked to the major population centers of Baltimore-
Washington, Philadeiphia, and New York.'** Map 1.8.

18000080, Cantel Comp. Gets On-iine; Selling Utilty Unit Sparks More irvestor Interest, CRNN'S CHICAGO
Bus., Dec. 17, 1980, at 38.

"ConTeL Comp., 1988 AvevuaL. REPORT 21 (1989).

188y year-end 1900, & was airendy opersting systers in six RSAs and epectet! 1o MNge systems in
an additional fity-ssven. Centel Announces Quareny Aeveruss, Earmnings, PR NEwswwe, Jan. 23, 1991.

1"%eTRO MOBLE CTS, 1980 ANNUAL REPORT (1991).

‘%mmtmmmmum. As noted earier, Metro Moblle has announced
its intention %0 sell ks properties to Bell Atlantic; Ramirez, Seif Atlantic 10 Buy Metro Moblle, N.Y. TMES,

Sept. 25, 1991, &t D1.
12 MeTRO MOBLE CTS, 1980 ANNUAL REPORT (1991).
120/ANBUARD CELLUAR SYS., INC., 1988 ANNUAL REPORT 3 (1988).
'BCTIA, STATE OF THE CELLULAR INDUSTRY 15 (Spring 1980).
124/ANGUARD CELLUAR SYS., INC., 1989 ANNUAL REPORT 7 (1980).
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* ALLTEL, another independent teico, ' started with one cellular system in 1984
(and interests in 10 others);'> by 1990 it was operating Systems in 9 MSAs, and was
either operating or building systems in an additional 23 RSAs.'” MAP 1.9.

* SNET, which serves landline customers in Connecticut,'® received its first
celiular license — for Hartford — in 1984.'® By the spring of 1990 it was operating a
system composed of five MSAs and two RSAs that covered the entire state of Connecti-
cut and a portion of South Central Massachusetts.'® MAP 1.10.

* entered the celiuler industry in 1984 with a minor-
ity interest in Detroit. In 1987, it soid its cable television properties in order “to
finance the continued expansion of Century's celiuler and paging ventures.'> By
Spring 1980, it was operating 12 MSAs and 16 RSAs, Clustered in the Upper Midwest and
Southwest.'>> MAPS 1.11(a)-(8B).

125%kh the 1983 merger between ALLTEL, Mid-Comtinert Telephone Corp., and Alled Telephone Co
ALLTEL became a major player in the industry. in 1984, the company’s Tirst full yesr,” R served 888 00
iocel lines. The company was also invoived in the instellation and maintenance of telecommunicanore

equipment and paging and was cautiously entering fiber optics and sstelite services. ALLTEL Core ' 384
ANNUAL REPORT 2-3 (1988). _

12801 LTEL Cone., 1904 AeuAL REPORT 12-13 (1988). By the fall of 1988 R held licenees in 7 MSAs
serving a population of over two million. ALLTEL Conp., 1988 ANNUAL REPORT 12 (1988); CTIA, STaY »
THE CRBLLULAR INDUSTRY 16 (Fall 1988).

'ZCTA, STATE OF THE CELLULAR INDUSTRY 18 (1991).

”Soqmm.mmmouu). nmmm“mm
equipment and publishes ke own directories. /d. at 12-16.

128y, at 14; FCC, STATUS OF MSA CELLULAR LICENSES 11 (Jan. 24, 1991).
10CTIA, STATE OF THE CRLLULAR INDUSTRY 16 (Spring 1980).

131CanTURY TEL ENTERSWISES, INC., 1984 ANNUAL REPORT 16 (1988).
12Cenvtury Te ENTERPRSES, INC., 1967 ANNUAL REPORT 2 (1988).
13CTIA, STATE OF THE CELLULAR INDUSTRY 18 (Spring 1991).
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Mep 1.11(a). Century Telephone Enterprises’ Michigan and Wieconsin Cluster
Map 1.11(b). Century Telephone Enterprises’ Southwestern Cluster.
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Wireline vs. Non-wireline Competition

Teico affiietes have contributed much to the evolution of the cellular industry. The
Bell System originated the very concept of cellular telephony, which marked a critical tech-
nological breakthrough in spectrum management. A GTE affiiate was the first
operator of an RSA mm in the nation and the first cellular carrier to provide service to

rural customers in Florida.'®

This wireline perticipation in mobille markets was not merely tolerable but “very
mum.nmmmm-mwnhﬂcc,mmmwmr
symmug running and bring & wealth of axperience and technical experties to these

The wirelines have produced * of the successiul resserch and
dmlopmontnnmwcmrmym in the cellular context, the Commis-
sion has praised the wirelines as “the only organizstions which have demonetrated that
meypmmmmdmmmtomm:ystems
which wouid have nationwide compatibility."'* The Commission described AT&T as
'thopnnwypropomntmddmloporofooﬂmrtedwndogymmilcomw' while
alsorecognmngmmofmemdopondemmphomconwhomu’amc

and the establishment of high capacity local switching networks."'® The

engineering
RHCs' expertise is particularly advantageous in celiular systems “because of the need to
tie together various transmitters in a celiular system and to distribute and revise frequency

134AT&T first proposed that spectrum be allooated for a broad-band high-capacity moblie system in 1940,
88 F.C.C.2d at 488. The Commission did not act on this request untll 1988. /bid.; An Inquiry Relative to the
Future Use of the Frequency Band 808-980 MHz, 14 F.C.C.2d 311, 313-318 (1988). By 1947, AT&T s Bell
Laboratories hed developed the concept of celiuler communications, aithough the technology for
implementing R did not yet edet. AT&T Enters into Agreement with Southwestern Bell Mablle Systems,
BUSINESS WIRE, July 2, 198 Hull, Celidar Regio, TeOwOLOGY Rev., Nov. 1983, at 53. By 1982, AT&T had
deveioped an eqerimental cellder system. AT&T Emers im0 Agreement with Southwestern Bell Mobile
Systems, BusINESS Wng, July 2, 1980.

138G 7E Mobiinet introdiuses Celiiar Service o Florida s First Rurel Service Area with Activetion of Hardee
RSA, PR Newswing, July 24, 1980; COMMUNICATIONS Davy. Aug. 3, 1980, at 9.

1398 F.C.C.20 ot 480, 400. n 1982, for eample. the FCC decided t0 continue reserving a block of
spectrum for oo diiipe Gecese R comvinosd that & separate alloceiion conetiiutes the most
practical, and g pieiiily the only, way 10 achieve the Canvnission’s twin gosls of makdng quallty mobile
telephone & ‘ s %0 the public as rapidly as possibie while promoting competition whenever

feasible.” An Ingquiry into the Use of the Bands 825-845 M2 & 870-800 MHz for Cellular Communications
Sys., 80 F.C.C.2d 58,70 (1982).

13788 F.C.C.2d at 488.

3an inquiry Relative to the Future Use of the Frequency Band 808-080 M-z, 46 F.C.C.2d 752, 760
(1974).

8g9 pC.C2d at 71.
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arrangements among the various cells in a system.*'' Wirelines can “rely on the
[RHCs'] expertise and knowledge about their individual semoe areas to more quickly
make quality celiular service availabie to their communities.'*

in sum, thGchmprovodbboMcompdmmthomlrkot But they

-mmmmmmmmmm The seven RHCs combined
serve half of all osfuder subecribers; the isrgest RHC celluler affiiiste serves only 12.9
percent of subscribers nationwide. And the csfiuler penetration rate for non-wireline
carriers - the numbar of subscribers per hundired persons in each service area - is now
to that for wireline carriers. TABLE 1.7.

i.

“iw
1“ig. The ducras cowst hes Seswise acinowiedged, on arlenst & few cocasions, that RHC effilstes have

the Raglonsi Gompanies * * * have shoun enusives 10 be aggressive
compgiiuge wih one ancther in the My surtath they have entered and
mmﬁqmmm Abssmt evigence to the conrary, R mey

mmnwwmmm

ﬂum

(TIhe entry of Regional into celhder communitation may
achually scosierate the development of the celiular technology and enhance
competiion in the local telephone

1988-1 Trade Cas. (CCH) at 62,080 (chations omitted). In is September 1980 decigion, the cowrt noted that
anvy further hoid up in permiliing RHC affiiates to provide various types of intersystem coordination *would
stifie advances in celular servicss.” United States v. Western Elec. Co., 1980-2 Trade Cas. (CCH) 1 89,177,
at 64,483 (D.D.C. 1990) (chation omitted).
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Table 1.7. Estimated Celular Penetration Rates 1990.
Company Penetration Rate (%)

1.54
1.67
1.64
1.05
1.43
2.00
1.18
1.37
1.34
1.28
1.60
1.47

T

US West
ALLTEL
Comel
Corsel

QTE

SNET
Nen-Wireline
Assoclsd

Communications

gﬁ
3

il

Chefgtmas 19900: Celivier Hopes t's A Meny One, CRLLULAR

il

in every ares, non-wireline carriers have proved capabie of competing with
the local teico.'® For example, officisis at Radiophone, owners of the non-wireline
llcam&in New Orieans, estimate that the company has about 60 percent of that service
area.

The development of competition in the Los Angeles service area illustrates the
wider trends. When Los Angeles Celiular Telephone, jointly controlied by BelSouth and
McCaw, acquired the non-wireline license in 1987, PacTel was aiready well-established
and serving moraihan twice as many customers. Subscribership has more than doubled
since then, and the gap has narrowed steadily. LA Cellular has now captured over 43
percent of the business. TABLE 1.8. And in Baltimore-Washington, the wireline carrier

43he same is true in paging. See pg. 19 and TASLE 1.3, supra.

144Meirodt, Radiofone: A Neer Fledgiing Blossoms into Market Leader, New ORLEANS CITY Bus., Nov 5
1980, § 1, at 14,
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(Beit Auanﬁc‘:z.is in the lead, but with only 53 percent of subsc-ibers to Southwestern Bell's
47 percent.

Tabie 1.8. Celiular Subscribers in Los Angeles (%).
1987 1908 1989 1960

LA Celtuler 31.0 38.0 o2 35

Pacific Telesis 88.0 04.0 50.8 58.5
Toml 128,000 200,000 208,000 329,000

Sowrce: Talahashl, PacTel Celider Takes & Gamble an Technoiogy, L.A. Tses, Aug. 26, 1980, at D1,
col. 5 (1989 end 1980 figwres are estimates). PacTel had aimost a ¥wee yesr headstart in the Los
mariet. CTIA, STate OF THE CELLULAR INDUSTRY 62 1

The BeliSouth/PacTel competition in Los Angeles and the Bell Atlantic/
Southwestern. Bell competition in D.C. ilustrate a second point: teico-affiiated celiular
companies have not hesitated t0 operate non-wireline icenses in direct competition with
other teicos. MaAP 1.12, TABLE 1.9. Thus, celiular concems owned by GTE/Contel
cOMpPete in NUMSroUS SErvice areas ageainst three of the RHC affiiates. Centel competes
with Contel in Virginia. PacTel’'s colluiar aifliete competss ageainst Ameritech's,
BeltSouth's, Southwestern Bel’'s, and US wWest's; Beliouth’'s ageainst PacTel's and
Ameritech’s; Sauthwestemn Bell's ageinst Armgiech's, Bell Atlantic's, NYNEX's, and
PacTel's; Amertech’s against BellSouth's, PacTel's, and Southwestern Bell's. Nearly hait
of BeliSouth's celiular aperations, and over half of Southwestern Bell's, are non-wireire
in 1988, fve areas were served by competing teicos; that number had increased to 38
by mid-19891. RouUnE 1.8.

1Sy, A/ Adass: Former Piet Steers Celiuler One Through Growth, WASHINGTON BUS. J., Apr. 30, 1 »¥
§ 1, &t 19. Together they serve appraxdmately 200,000 subscribers, up from 120,000 in 1988. /bid.






Table 1.9. RHCs Out of Region.

Region 1966 1987 1968 1989 1990 1991
Bell Atlantic New York, NY*
BeltSouth Gary, IN* Bakersfieid, CA Anderson, IN
Honolulu, HI* Appieton, W1
Houston, TX** Bloomington, IN
Indianapoiis, IN Green Bay, W!
Los Angeles, CA** Indianapolis, IN
Miwaukee, WI** Janesville, Wi
Richmond, VA Kenosha, W!
Kokomo, IN*
Lafayette, IN
Madison, W
Miwaukee, W!
Muncie, IN
Racine, Wi
Rocikford, IL
, Wi
Terve Haute, IN
Mo
Pacific Dellas, TX* Adants, GA Athens, GA
Telesis St Louis, MO* | Detrok, Mi Lima, OH
Fint, MI Segiraw, M|
Grand Rapids, Ml | Muskegon, Mi
Laneing, M
Toldeo, OH
Southwestern Baimore, MO MA 2 | Champaign, IL
Bell Soston, MA Springfieid, IL
Chicago, IL Decatur, IL
Gary, IN Bloomington, IL
Washington, DC DE 1
Worcester, MA L4
iLs
L8
VA 10
VA 11
VA 12
- WV 4
l'
Deamg, iL*
Siosmd e

Mamarrs (May 13, 1991); FCC, STATUS OF RSA
AAR TRAPHONE ATLAS (Feb. 1981); PHiLPs
' Graphic Scanning Compiete Merger,

Notes: PacTel’s resantly comgisted jeint venture with Cellylilr Communioggions, inc., wil consolidate ownership of
Aug. 30, 1980; PacTel and MoCew Prapese 10 Form Celulty Ohusiers Through Joint Venture, BUSINESS WIRE, Aug.

901. PacTel’s joint vanture whh McCaw will increase s presence in Kansas CRy and Missourl. Paclfic Telesis
and CCI Form Celluler Joint Venture, UTLIES FORTNIGHTLY, Aug. 30, 1800; PacTel and McCaw Propose (o Form

mc«mwmmmmnntm. Ameritech expects to complete the
- e licenses in St. Louls and several Missouri and
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Figure 1.6. Teico vs. Teleo Competition.'*®

| | patiwork
wireline e, “1 13, 1.44. As discusssd in the following chapter
geographic )s LUBiveNn service aress are fest eroding, and all Major providers

ndnhgh“n’nd national sendane, through a combination of ther
facilies and other provigins’. As amumam:umnm@m

array of interests, compaiiiion will grow all the more intense.

Sgouoes: FOC, Smrws OF MBA CELLILAR MAREITS (Aug. 7, 1881); ROC, STATUS OF RSA ClLLLLAR
MARGTS (Oct. 2, 1991); CTIA, STATE OF THE CILLULAR INDUSTRY (1981). Service areas in which two telcos
compete, but in which one or both have a non-managing interest, are not reflected in the figures.
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2. COMMUNITIES OF INTEREST

compoﬁlonm market is determined in part by geographic scope. Other
things being equal, the larg«menwrku.hmmpmionthero:slkolytobe
Geographic scope depends on a variety of factors. Where is a product or service
bought? Where is it sold? How do cost, technology, and regulation determine which
consumers can do business with which providers? For landiine tsisphone services, the
answers to these questions have been thougit to be fairly evident and straightforward.
Radio services, however, present a fundamentally different and more compiex picture.

Tradtional, landiine telephone service is sl literally bound to, if not buried in, the
earth. Phone service stretches as far as the telaphone cord. The service can be used
only by people who are stationary. Users of this kind of service tend to live or work in

communities, which comprise a natural “local® market. Service

well-defined
providers deveiop their operations accordingly.
Thoenﬁ(omdmobhm. however, is to cut the landline umbilical.

mmmm As discussed in this chepter, n#ccmwmpaea
and promoted the development of seamiess, nationwide radio service. That is the service
that customers want. And that is the service that all providers not bound by divestiture
decree restrictions are rushing to provide.

Reguiatory Pelicies
mmmmmMMammuww
by a singlo brosdcasting at authoriaed power.' &mheﬁwms the

FCC hes consistently expanded the number of frequencies avalieble for paging.! This
allowed paging companies t0 obtain more easily frequencies in adjacent arees, thereby
faciiitating geogrephic apaneion. h1mmmwmmdoMonstouse
portions of their spectrum to transmit other information. Some paging companies then
expanded the gsographic scope of their coverage by transmitting the same signais cver

'FM Subcamiers Bmployed; D\ersicom Introduces Netionwide Paging Service Using Saterite
COMMUNICATIONS DLy, Oct. 10, 1988, at 4.

2gee, for emmple, Amendment of Parts 2 & 22 of the Commission's Aules 10 Allccate SRECITUM 1 ™e
920941 Miz Band & 1o Biasbiish Other Rules, Policies & Procedhires for One-Way Paging Sitions « e
Domestic Pub. Land Mobe Macio Serv., 89 F.C.C.2d 1337 (1982). See a/so TABLE 1.1.

SAmendment of Parts 2 & 73 of the Commissien's Rules Gonceming Use of Subsidiary Communicanor
W&umuo’&mmmmm s0e a/s0 Black, ACC Opens Doors 1o New
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many local FM stations; this enabiled customers equipped with frequency-scanning pagers
to receive Messages from any nearby transmitter. Then in May, 1984, the FCC cuimi-
nmdaM»mmsby'doddhgt?mwwwmmtormm
spectrum for nationwide paging networks.” This allocation set the stage for nationwide
service to single frequency pagers.

The FCC hes other moblle-service communities of interest that
transcend metropolilan.areas. By 1981, for mampile, the FCC had received requests from
Airfone® and Aeronsutioal to assign new spectrum for air-to-ground radio

wmmmm.m_so sllopate some of the requested
spectrum.” The Commission noted that AlENe’s sarfiar operalions under an eperimen-
tal license had proved "highly attractive 10 consumers."™ A single technical development
~ "ssatphones® — had tripied the number of calis placed. "'

Perhaps more then for any cther mabile service, licensing has defined the initial
geagraphic bounds of eslider telephone strvics. Bt the FCC, agein, hes consistently
worked to eliminate thale bounds as SOON &8 practicable. In its first major osliuler order
issued in 1881, the FCC ish R entirely to the individual license applicant to define the

‘Amendment of Parts 2 & 22 of the Cemmission’s Ridts 10 Allocate Spectrum in the 920-941 MHz Band
& to Estabiish Other Pules, Policies & Procedures for One-Way Paging Stations in the Damestic Pub. Land
Moblle Radio Serv., 97 F.C.C.2d 900, 910-811 (1984).

Satons fed s petiien on October 28, 1078 (AM-3824). Frequency Allocation for & Public Alr-Ground
Telephone Sys., 48 Ped. Reg. 12,983, 12,254 (1983).

Sasronsutical Radio fled s petion on Aprl 3, 1981 (AM-3808). 48 Fed. Reg. at 12,254

748 Fod. Reg. 12,508 Bus mem.ﬂuamm»_
oquipmernt eath was GUv § for ks pulliic alir-ground telaphone system. /. at 12,254, As far back 2
1987, the Commission auhorined eperimental air-ground radictslephone service. Reallocation of Certas
Fixed, Land Mobille & Maritime Moblle Bands, 24 Fed. Reg. 9,937, 9.937-9,938 (1988).

948 Fed. Reg. at 12.254.

Amendment of the Gewsnission's Mudes Ralative 1o Alosalion of the $45-851/804-898 MMz Bands. 3 FCC
ACO 2438, 2437 (Age. 7, 1081); Asmendinent of the Commidiion’s Rules Reistive to Allccation of the 840
851/894-808 M-z Bands, § POC ROD 3881 (June 15, 1980).

1% FCC Aco ot 2408 n.7. Gver one millen cslis hadt besn placed in 1987, though only 700 airoraft were
equipped with the phanes. Allens projetied “dramalic” Arther growth. bid.

"5id. The FCC allocsted 4 MMz for a common carrier ar-ground telephone service in 1980. 5 FCC Rct
J8861.
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“cellular geographic service area" ("CGSA") it proposed to serve.'> The Commission
emphasized that *nationwide availabiiity of servics” was "a primary goal,” and that *a major
basisofcompcism[ammg}iaoemm]wibomemaphicmthatan
applicant proposes to serve."~ Such things as metropolitan areas, highways, "and
areas likely to have high mobile usage characteristics® were noted only secondarily, as
"other significant factors to be considered."'

A year iater, however, the FCC conciuded that this approach would be too cumber-
some for the Commigsion to administer.”® it adopted, instead, the “standard metropoii-
tan statistical area” ("SMSA"® or "MSA”) 10 define the aree in which a single license would
authorize the operstion of one set of transmitters.'® The SMSAs, defined by the Office
of Management and Budget, were baasd on the federal government's popuistion esti-
mates of July 1, 1978. The Commission expressly stated, however, that it did not intend
to limit any operator's service to a single SMEBA, and that there would be "no bar to the
number of SMSAS for which an applicant mey seek a license.”'” The FCC emphasized

250 ingquiry into the Use of the Sands 825-845 M-z & §70-890 M-z for Celiular Communications Sys..
86 F.C.C.2d 469, 500 (1981).

3. at 502.

14w

"SAn inquiry into the Use of the Bands 835045 MR & $70-880 MMz for Celiuler Communications Sys
8 F.C.C.ad 58 0007 (YOE). “An SMBA-tmpedt 20 asgn.” the Commission eplined, ‘réieves s >
having t0 compare appiiiiiens representing diferert terriioral configurations covering dilerent major urber
aress.” /bid. As the Comuwission further elaborated: it is not farfetched that, absent such a provision
series of applications in the Northeast Corridor could overiap 10 such a degres as to dictate a ar)e
mm:gmmuwmumwmmam,m We do not ware
that to ocowr.® i &t 7.

'%n some inutaness: the Cenwnisgion 6s0 grouped 1gether WO or More SMBAS 10 Oresls *service srees
more ciosely digned wilh astusl moble sirvice Sng aress.” 80 FC.C.2d at 88. In 1982. e
Commission dropped the SMSA standard for CG8As in New determining that New England serv e
areas would be based on “New England county metropoiiian aress” ("NECMAS"). NECMAs covered larger
areas and more cioesly parelisied natural markets in New England than did SMSAs. An inquiry Into the _se
of the Bands 825-848 Mz & 870-080 MHz for Celluler Communications Sys., 90 F.C.C.2d 871, 579 (1982

1789 F.C.C.2d at 88; Amendment of the Commission’s Ruls 10 Allow the Selection #om Among Mutuasy
Exclusive Competing Celdar Applications Using Random Selection or Lotteries Instead of Comparatve
Hearings, 98 F.C.C.2d 175, 218 (1984).
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mmuamlieungmmnMWubebommmmgﬁy,"
and thereafter imagrated as license hoiders saw fit."* The FCC aigo stated that it would
mm&wmmmmmnmmmmbymmngmwr
more S .

in many subsequent rulings, the FCC has recognized that mobile service markets
may extend far beyond the radio signal comours specifled in individual radio licenses.*'
In a 19684 order establishing a iottery system for granting celiulsr licenses, for example,
the Commission acknowisdged thet “every prapossd boundary would to at lsast some

"Asunmmh1m:

the wireline /nonwireline dichatemy is in large part an application process-
ingtool. * * * The Commission sought by the sst-aside to give both wire-
line and nonwireline eligibles an oppertunily 1o besoms invaived in provid-
ing cellular service. * * * Thus, the tansfer of control of a nonwireline
franchiss 10 a wirsline carvier, or vice versa, is not contrary to the
Commission’s set-aside policy.

Appiications of James F. All, Trustee for Comet inc. & Pacific Telesis Group, 80 Rad. Reg. 2d (P & F) 5&.
503-8904 (May 27, 19808); see aleo Appiications of Advanced Mablle Phone Serv., inc., Contel Moblicom, Inc..
& GTE Mobiinet of Los Angsies, Inc., 93 F.C.C.2d 683, 652, 853 (1983).

‘%mmuwmmhmmmmm
senes, the administralive somvenisnce of procsssing applications one SMEA at a time would prevad.

®wrcCcauer.

122 1ast ane mejer stase PUC — Calfomin's — has reached simiiar conciusions, ©gpressly finding that
McCaw's deveiopment ¢f an insegrated regional cluster was in the public interest. Joint Appiication of
McCaw Commuications of Santa Ross, inc. & Cagal Celiyiar Communioations Corp. for Authorizssion to
M“' ‘Wm of Ciigal Oslider Communications Corp., 38 C.P.U.C.2d 588 (1980) (1980 Cal. PUC LEXIS
108, at *9-*10).

Agg F.C.C.2d at 207.

By9. &t 207-208. The Comunission rellerated s "high regend [for] allowing celiular appiicants 10 desgn
their systems in response 1 market forces” and “sttempied to avoid adopling standards that woud
wmmna.y.' id. at 212

2Amendment of the Commission’s Rules for Rural Celiular Serv., 4 FCC RCD 2440, 2444 (May 18, 1988)
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closely as possible with regional economic boundaries, there will be many cases in which
further adjustments will be necessary."*

The coalescence of markets for radio services has only recently become
practicable and important, as the FCC's licensing has been completed. The first licenses
issued covered only the 30 largest SMSAs, the next batch covered another 276 SMSAs,
and only then were licenses issued for 428 rural service areas ("RSAs").*® By year-end
1984, the FCC had licensed celiular systems in only 32 metropoiitan areas, and in no rural
areas. FIGURE 2.1, MAP 2.1(A). By 1987, it had issued licenses in 206 metropolitan
areas.” MAP 2.1(8). It was not until 1989 that the FCC had finally issued at least one
license in ail 306 SMSAs nationwide. The issuance of licenses for rural areas did not even
begin until 1989, and most of the licenses were issued only in 1990. TABLE 2.1. Those
rural service arees include 25 percent of the U.S. populstion, 80 pe of the nation's
land,® and over 80 percent of the interstate highway system.” In December 1990,
the FCC awarded construction permits for celiular systems in the final two of the country’s
428 rural service arsas.® MAP 2.1(C). At year end, approximately 150 RSAs (35
percent) were offering cellular service.”® Over 700 (90 percent) of the total licenses

Binid,

2 ppiications for the first batch of metropoiitan servios areas wers accepted through June 7, 1982. U.S.
Der't OF COMMERCE, A COMPETITVE ASSESOMENT OF THE U.S. CELLULAR RADIOTELEPHONE INDUSTRY 9 (1988).
As of December 1982, when comments on the decree were being fled with the decree court, the
Commission had received 388 appiications for the 80 iwgest M8As, of which 464 were from non-wireline
carriers and 122 were frem wireline carriers. Advanced Matlle Phane Service, Inc. CAMPS®), AT&T's cellular
communicstions sybeidiary, Sad 88 of the 122 wirelihe applioations. Reply Comments of Amicus Curse
Federal Communications Commission - On Application of the American Telephone and Telegraph Comparny
and the Bell Systemn Operating Companies for Approvel of Ibichange Areas or Local Access and Transpon
Areas (LATAs) Esmblished Pursuant to the Modification of Final Judgment at 3, United States v. Western
Elec. Co., No. 820192 (D.D.C. Dec. 15, 1982) ("FCC Reply").

Zx was not unil 1988 that the FCC bagan Re ietiery aliocalion process for MBAs 91 1o 305. T™he
Commission received simast 100,000 applioations for those licenses, plus an additional 288,000 applicatiors
for RSA licensses. The 428 RSAs average 130,000 peopie per area. CTIA, STATE OF THE CELLULAR INOUST™

62 (Spring 1980).
Bpationwide Celdar Phone Service in View, CHRSTWN SCIENCE MONITOR, Dec. 28, 1990, at 9.

BCutback ¥ Cafiular Telaphone Competiion; A Celluler Telephone Competiion Jeaperdired >
House Commilise Agpert, Busaats Wing, Nov. 17, 1987.. The first commercial asrvice in an RSA was
offered by GTE on the Hawallan island of Kauai in Augant 1089. GTE Mobiinet Introduces the Nation's st
Rural Service Area’ (RSA) 1o Provide Cellular Calling, PR Newswe, Aug. 1, 1980.

Bpetionwide Celiuler Phone Service in View, CHRSTWN SCIENCE MONITOR, Dec. 28, 1980, at 9 e
permits require that the systems be operational within 18 monthe. /bid.

31354 Milestons Aesched, CELLULAR INDUSTRY REFORT, Jan. 1991, at 11. However, nelther conetructon
permits nor licenses had been awarded in 72 non-wireline and 4 wireline RSAs as of May 1961. FCC
STATUS OF RSA CaLLUILAR MARKETS (May 13, 1981).
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(two licenses per RSA) are expected to be on line by the end of 1991, and 834
(97 percent) by the end of 1992.

Figure 2.1. FCC Licensing of MSAs. >
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As the licensing process has proocseded, the importance of reguiatory considera-
tions in defining geagraphic service areas has deciined. In 1984, reguiation confined
celiuler servioe 10 smaligeographic peiches on a continent where service was the excep-
tion not the nds. In the six years since, the license mep has been Mlled in compietely,
with at least enb operiilional system in each servies area. MaAP 2.1(C). The meny market
boundaries onos Seaid by the fact that the llesneing process was sl underway have
dissppeared. in the last yeer or two, market foross have finelly become preeminent in
defining the geographic scope of the cellular market.

MEMC!, THE CRLLULAR MAREITPUACE: 1900, at 132 (1990) (Table [X-2 gives the projected rollout of celiuiar
systoms for R8As).

B3ource: FCC, STATUS OF MSA CELLULAR MARKETS (May 13, 1991).



